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| Editorial Section 


WISCONSIN STATE LIFE INSURANCE 
FUND 


Interesting Bulletin Issued by Insurance Commissioner 
Ekern. 


Below we print a bulletin issued on October 27, 
1914, by the Insurance Commissioner of Wisconsin. 
It contains much that is interesting, particularly in 
view of the fact that Wisconsin was the first State, 
and so far the only one to issue life insurance poli- 
cies to its citizens. Since the State Fund saves all 
of the selling cost which must be met by the ordinary 
life insurance company, it is able to do things and to 
show results which would be impossible otherwise. 
We are interested in this experiment, and hope that it 
may succeed in furnishing to citizens of Wisconsin 
an ideal form of life insurance protection. At the 
same time, it must not be forgotten that these fig- 
ures represent one year’s business only, and Commis- 
sioner Ekern’s bulletin shows that at the end of one 
year only three hundred and eleven policyholders ~ 
were insured, for the very small sum of $219,600. 
Doubtless the actual results of the first year of trans- 
actions will operate to increase the number and 
amount of policies issued by the State Fund, and this 
is very necessary if the experiment is to succeed, for 
otherwise a perfectly natural fluctuation in mortality 
might create a very embarrassing situation, the poli- 
cies being non-assessable. A stable mortality experi- 
ence cannot be counted upon until many millions of 
dollars of insurance upon several thousand lives are 
at risk. In our issue of November 1, 1912, we print- 
ed, on pages 78 to 82, inclusive, a full statement con- 
cerning this fund, including the policy contract itself, 
and the latter expressly provides that the State in- 
sures only “through the life fund, without liability on 











its part beyond the amount of the fund. “ 
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Commissioner Ekern’s bulletin is as follows: 


“The first policies were issued a year ago to- 
day. The method of calculating these dividends 
is specifically provided by the law. The total insurance 
in force is $219,600, held by 311 policyholders. These 
policyholders have paid $11,029.48 in premiums. Of this, 
$2,245.37 is to provide for death claims during the past 
and current year. There is now held in reserve $7,138.18. 
The total funds now held are $11,394.37. The dividends 
are paid from excess provided for death claims and from 
savings in the money provided for expenses. The fund 
now has invested $5,950 in first mortgages on Wisconsin 
improved farm property, all drawing interest at 6% net 
to the Fund. 

“The following is a comparison of first year results, 
showing the dividends paid by state life insurance and 
by the regular companies doing business in Wisconsin, 
and also showing the cash or loan value of the Life Fund 
in net payments of policyholders at the end of the year, 
and also in the cash or loan value of the policies. The 
tables show a saving in net payments of over $3, as 
compared with the next lowest participating company, 
and a saving of over $10 as compared with the highest 
dividend-paying companies. Compared with the non- 
Participating companies, the tables show a saving in 
each case. 

“The first year dividends of state life insurance range 
from $3.84 to $13.63 on a policy of $1,000. Only two 
companies doing business in this state pay first year 
dividends. 

“Besides the dividends, the difference in premiums be- 
tween State Life Fund policies and those of private com- 
panies ranges from $1.50 to $14 each year per $1,000 of 
insurance, in favor of the State Life Fund. The regular 
companies spend an average of about $40 in agents’ com- 
missions on each $1,000 policy, which the State Life Fund 
saves to its policyholders. 

“The State Life Fund credits the full first. year’s re- 
serve at the end of the first year. No company doing 
business in the state of Wisconsin credits the reserve, 
or any part of the same, at the end of the first year.” 


Following is a comparison of first-year results be- 
tween the Life Fund (state insurance) and Participating 
(dividend-paying) companies, as compiled by the Wis- 
zonsin Commissioner of Insurance: 


($1,000 Twenty-Year Endowment—Age 25.) 


Life Fund. N.W. N.Y. Wis. L. 
(State Ins.) Mutual. Life. Ins. Co. 





OOM  eissi Bice ade $43.83 $48.86 $49.33 $48.00 
Less remittance fee. 44 rahe ome sans 
Less dividends ..... 4.17 6.20 None None 

Net payment ..... $39.22 $42.66 $49.33 $48.00 

Cash or loan value.... $34.45 None None None 


Comparison of First Year Results with Non-Participating 
(Non-Dividend) Paying Companies, 
($1,000 Twenty-Year Endowment—Age 25.) 


Life Fund. Great Wis. Guardian Old 

(State Ins.) North. Natl. Life. Line. 
UN eo ck ce vad $43.83 $43.21 $42.83 $42.53 $42.66 
Less remittance fee. aber oe vas. kas ia 
Less dividends 4.17 None None None None 





Net payment ....$39.22 $43.21 


$42.83 
Cash or loan value...$34.45 None 


None 


$42.53 $42.66 
None None 


ee 
—= 


Comparison of First-Year Results with Participating 
(Dividend-Paying) Companies. 
($1,000 Twenty-Payment Life—Age 35.) 
Life Fund. N.W. N.Y. Wis.L, 
(State Ins.) Mutual. Baw Ins. Co, 





Lo ea ar eae ae $33.81 $36.85 34 = $36.60 
Less remittance fee. 34 esas sees ved 
Less dividends ..... 4.77 see None None 

Net payment ..... $28.70 $31.12 $38.34 $36.60 

Cash or loan value... $22.00 None None None 


Comparison of First-Year Results with Non-Participating 
(Non-Dividend) Paying Companies. 


Life Fund. Great Wis. Guardian Old 





(State Ins.) North. Natl. Life. Line, 
NE oe ec teee $33.81 $30.94 $30.50 $30.35 $29.19 
Less remittance fee. .34 ene sees wees seen 
Less dividends 4.77 None None None None 
Net payment.....$28.70 $30.94 $30.50 $30.35 $29.19 
Cash or loan value...$22.00 None None None None 
Comparison of First-Year Results with Participating 
Companies. 


yy ee ee lays 
($1,000 Ordinary Life—Age 45.) 
Life Fund. N.W. Wis.L N.Y. 
(State Ins.) Mutual. Ins. Co. Life. 





ee ee $34.26 $37.82 $37.75 $39.55 
Less remittance fee. .34 ee) wees nee 
Less dividends ..... 5.93 6.69 None None 
Net payment..... $27.99 $31.13 $37.75 $39.55 
Cash or loan value.... $19.61 None None None 


Comparison of First-Year Results with Non-Participating 
(Non-Dividend) Paying Companies. 
($1,000 Ordinary Life—Age 45.) 


Life Fund. Great Wis. Guardian Old 





| 
| 











(State Ins.) North. Natl. Life. Line. 

Premiieih ....6-<ecens $34.26 $32.55 $31.92 $31.89 
Less remittance fee. .34 iti ediate ares er 
Less dividends 5.93 None None None None 
Net payment.....$27.99 $32.55 $31.92 $31.89 .... 
Cash or loan value...$19.61 None None None None 


“The ideal policy issued by the State Life Fund is the 
Endowment at Age 65. This policy provides life insur- 
ance for the family at a moderate cost, and also builds 
an Old Age Benefit for the policyholder. If the policy- 
holder dies, his family receives the face of the policy; 
and if he lives to the age of 65, he himself receives the 
face of the policy.” 

Following is a table of rates and first-year dividends 
for 1913-1914 at various ages on the Endowment at 
Age 65 for $1,000: 

Less1% Cashor 
Remittance Loan Value 


Age. Premium. Dividends. Fee. First Year. 
20 $20.22 $4.17 $0.20 $9.89 

25 22.82 4.29 23 12.30 

30 26.30 4.46 .26 15.51 

35 31.08 4.71 aa 19.90 

40 37.94 5.11 38 26.10 

45 48.38 5.73 48 35.48 

50 65.79 6.91 66 50.90 
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Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THA NEW YORK BAR) 





LAPSED INSURANCE. 

Where statute gives option of extended insurance, or 
paid-up policy, and policy provides for paid-up insurance 
where insured fails to file written notice, the policy pro- 
vision will prevail, and the insured receives merely paid- 
up insurance. 

A construction of Section 88 of the Insurance Law 
referring to surrender value of lapsed or forfeited policies 
has just been given by the Supreme Court of New 
York. Although this is not a final decision, the 
argument, which appears in the opinion, is considered 
persuasive. Special attention should be paid to the fact 
that the policy had a distinct provision, which gave the 
insured extended insurance only in event of a written 
notice served upon the company prior to the lapse. The 
validity of such provision as this has for some time been 
the subject of divergent legal opinions. The present 
decision settles the question until the Court of Appeals 
passes thereupon. The opinion is as follows: 

“This controversy is submitted to the court upon 
facts admitted. The facts are: On May 28, 1895, the 
Provident Savings Life Assurance Society of New York 
insured the life of William H. Warren, now deceased, 
in the sum of $3,000 for 20 years. The insurer issued a 
policy of insurance. The beneficiary named therein is 
the widow of the insured, and the plaintiff here. The 
policy remained in full force and effect until May 28, 
1912; all premiums having been paid to May 28, 1911. 
On May 31, 1910, the defendant assumed every liability 
of the insurer under the policy. On June 15, 1912, the 
insured died. The statutory reserve value of the policy 
as of the date of lapse, May 28, 1912, computed accord- 
ing to the American Experience Table of Mortality at 
the rate of 4%4 per cent. per annum, was $56.67, which 
sum, used as a single premium, could have purchased a 
paid policy for $855, or could have purchased temporary 
insurance upon the life of the insured for $3,000 (the 
amount specified in the policy), at the age of the in- 
sured at the time of the lapse, for a term of 314 days 
from May 28, 1912. On August 8, 1912, the plaintiff 
made a demand on the defendant, and duly offered to 
surrender the policy to it. The provisions of section 88 
of chapter 690 of the Laws of 1892 were not specifically 
waived in the insured’s application for the insurance, 
and no notice of a waiver of the provisions was written 
or printed in red ink on the margin of the face of the 
policy when issued. The plaintiff asserts that under 
the provisions of the laws of the staté of New York 
and the terms of the application and policy, and upon 
the facts admitted, she is entitled to recover of the de- 
fendant $3,000 as extended insurance upon the life of 
the deceased insured. The defendant asserts that upon 
the same hypothesis the plaintiff's recovery will be lim- 
ited to $855 as paid-up insurance upon the life of the de- 
ceased insured. It is our task to determine which of 
those assertions expresses the law. 





“The pertinent provisions of the statute, the applica- 
tion, and the policy must be examined and considered. 

“The statute, in so far as applicable, reads (chapter 
690, Laws of 1892, art. 2): 

““Sec. 88. Surrender value of Lapsed or Forfeited Poli- 
cies.—Whenever any policy of life insurance issued after 
January first, eighteen hundred and eighty, by any do- 
mestic life insurance corporation after being in force 
three full years, shall, by its terms, lapse or become for- 
feited for the nonpayment of any premium or any note 
given for a premium or loan made in cash on such policy 
as security, or of any interest on such note or loan, the 
reserve on such policy computed according to the Ameri- 
can Experience Table of Mortality at the rate of 414 per 
cent. per annum shall, on demand made, with surrender 
of the policy within six months after such lapse or for- 
feiture, be taken as a single premium of life insur- 
ance at the published rates of the corporation at 
the time the policy was issued, and shall be applied, as 
shall have been agreed in the application or policy, either 
to continue the insurance of the policy in force at its full 
amount so long as such single premium will purchase 
temporary insurance for that amount, at the age of the 
insured at the time of lapse or forfeiture, or to purchase 
upon the same life at the same age paid-up insurance pay- 
able at the same time and under the same conditions, ex- 
cept as to payments of premiums, as the original policy. 
If no such agreement be expressed in the application or 
policy, such single premium may be applied in either of 
the modes above specified at the option of the owner of 
the policy, notice of such option to be contained in the 
demand hereinbefore required to be made to prevent the 
forfeiture of the policy. 


“ee 


The reserve hereinbefore specified shall include divi- 
dend additions calculated at the date of the failure to 
make any of the payments above described according to 
the American Experience Table of Mortality with in- 
terest at the rate of 4% per cent. per annum after de- 
ducting any indebtedness of the insured on account of 
any annual or semi-annual or quarterly premium then 
due, and any loan made in cash on such policy, evidence 
of which is acknowledged by the insured in writing. 

“*The net value of the insurance given for such single 
premium under this section, computed by the standard of 
this state, shall in no case be less than two-thirds of 
the entire reserve computed according to the rule pre- 
scribed in this section after deducting the indebtedness 
as specified; but such insurance shall not participate in 
the profits of the corporation. 

““Tf the reserve upon any endowment policy applied 
according to the provisions of this section as a single 
premium of temporary insurance be more than sufficient 
to continue the insurance to the end of the endowment 
term named in the policy, and if the insured survive that 
term, the excess shall be paid in cash at the end of such 
term, on the conditions on which the original policy was 
issued. 
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“*This section shall not apply to any case where the 
provisions of the section are specifically waived in the 
application and notice of such waiver is written or printed 
in red ink on the margin of the face of the policy when 
issued.’ 

“The application, in so far as applicable, reads: 

“*And it is hereby expressly stipulated and agreed that 
the above application and this declaration with the policy 
issued thtreon shall form the contract between the above- 
named persons and the said Provident Savings Life As- 
surance Society of New York, and that if * * * any 
omissions or neglect to make any payment, as required 
by the conditions of the policy; that then * * * the 
said policy shall become and be null and void, and all 
moneys which shall have been paid shall be forfeited to 
the society for its sole use and benefit.’ 

“The policy, in so far as applicable, reads: 

“*In consideration of the stipulations and agreements 
in the application herefor, and also upon the next page of 
this policy, all of which are hereby made parts of this 
contract. * * * Subject to the stipulations regarding 
payment of premiums, extrahazardous occupations, 
drawn under this policy by death will be incontisable 
[sic] except for fraud in obtaining this 
* * * Failure to pay any premium when due 
thereupon terminate this policy. * * * If, 
after three years from the date hereof, this policy be 
terminated solely by the non-payment of any premium 
when due, the owner hereof will be entitled to the sur- 
render value in extended insurance provided in the sta- 
tutes of the state of New York, Laws of 1892, chapter 
690, article 2, section 88, provided written application 
thereof shall be made while this policy is in full force 
and effect; otherwise, if this policy be duly surrendered 
within six months after such termination, a paid-up 
policy for an equitable amount and for the remainder of 
the term directly covered by the agreement on the first 
page hereof will be issued in exchange therefor.’ 

“The history of the events which provoked this and 
similar legislation in New York and in other states, 
and a statement of the purpose of the enactments, have 
been admirably written by Judge O’Rear, writing for 
the Kentucky Court of Appeals in United States L. 
Ins. Co. v. Spinks, 96 S. W. 889, 29 Ky. Law, Rep. 960, 
13. & RB. A. -(N. S.) WSs. 

“If the language used by the parties in writing the 
contract is plain and susceptible of but one meaning, 
and the transaction is free from fraud or mistake, that 
language will control Holly v. Metropolitan Life Ins. 
Co., 105 N. Y. 437, 444, 11 N. E. 507. 

“Remedial statutes, designed to save life insurance poli- 
cies from forfeiture, should receive at least a fair con- 
struction to accomplish the design. Contracts are sub- 
ject to statute law prescribing their effect. Contracts 
regulated by statute law and the law must be read to- 
gether. Strauss v. Union Central Life Ins. 170 


will 


Co., 





policy. 











= 


N. Y. 349, 356, 63 N. E. 347; Taylor v. N. Y. Life Ins, 
Co., 209 N. Y. 29, 38, 102 N. E. 524, 

“The plain meaning of the words used in the statute 
excludes any defense based upon waiver unless its pro- 
visions are specifically waived in the insured’s appli- 
cation, and notice of that waiver is written or printed 
on the margin or face of the insurer’s policy when is- 
sued. It is clear that the statute by its terms permits 
the parties to a life insurance contract to agree, in the 
application for insurance or in the policy itself, in the 
event of lapse for non-payment of a premium, either to 
the continuance of the policy in force at its full amount 
so long as such single premium will purchase temporary 
insurance for that amount at the age of the insured at 
the time of the lapse or forfeiture, or to the issuance, 
upon the same life, at the same age, of a policy of paid- 
up insurance, payable at the same time and under the 
same conditions, except as to payment of premiums 
under the original policy. It is equally clear that it is 
only when no such agreement is expressed in the appli- 
cation or in the policy that a choice of the modes speci- 
fied in the statute is available to the insured. 

“The parties to the contract of insurance we are con- 
sidering agreed, in language admitting of no other mean- 
ing, that if the insured contemplated the non-payment of 
a premium, he could, before the failure to pay the pre- 
mium, elect, in writing, to continue the insurance of the 
policy at its full amount so long as the single premium 
could purchase the temporary insurance, and if that 
election were not made before the actual failure to pay, 
then the statutory alternative of purchasing paid-up in- 
surance was the one which should be operative in satis- 
faction of the statute. The statute permitted the par- 
ties absolutely to exclude one of the alternatives. This 
they did in the case of actual non-payment of premiums. 
That they contracted to act before the event in rela- 
tion to a possible non-payment of a premium did not 
nullify the other specific agreement. These views are 
not in conflict with Taylor v. N. Y. Life Insurance Co., 
supra. In that case the parties agreed in the contract 
of insurance that in case of the non-payment of a pre- 
mium subsequently due, after the policy had been in 
force for three full years, the policy would be continued 
for its full amount as provided in an incorporated table 
prepared in accordance with the statute, or if demand 
were seasonably made for a reduced amount of paid-up 
insurance as provided in an incorporated table prepared 
in accordance with the statute, paid-up insurance could 
be had. Court of App. Cases, Brooklyn Law Library, 
vol. 2945. 

“Judgment is directed for plaintiff against the defend- 
ant for the sum of $855, and interest from August 8, 
1912, with costs.” 

Warren v. Postal Life, 45 Insurance Law Journal, 
October. 
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Reports Upon Companies and Associations 





CALIFORNIA GUARANTEE LIFE & 
ACCIDENT COMPANY, SACRA- 
MENTO, CAL. 

Promotion Abandoned, 


The stockholders of this company 
have voted to abandon the promotion 
and liquidate. It has been in process 
of organization for over two years. It 
is proposed to return all payments of 
stock less expense of promotion. It is 
stated that subscriptions amounting to 
$265,000 had been received, but owing 
to the California law limiting the com- 
mission for stock sales to 15%, it has 
been impossible to make any progress 
in selling stock. 


CENTRAL STATES LIFE INSURANCE 
COMPANY, ST. LOUIS, MO. 
Takes Over Another Company. 
This company absorbed the Wabash 
Life Insurance Company of Danville as 
of October 31, 1913. See article under 
that heading elsewhere herein. 


COMMERCIAL LIFE INSURANCE AND 
CASUALTY CO., SAVANNAH, GA. 
Reinsures and Will Liquidate. 
The outstanding business of this 
company, amounting to a little over 
$3,000,000, was reinsured in the George 
Washington Life Insurance Company 
of Charleston, W. Va., as of October 

22, 1914. 

Sxtracts from the statement of the 
George Washington Life as of June 30, 
1914, will be found tn the September 
issue of BEST’S LIFE INSURANCE 
NEWS. 

The consummation of this deal in- 
creased the amount of insurance in 
force of the Georve Washington Life 
to over $10,000,000. Ne commission of 
any kind was paid directly or indirect- 
ly te any one in connection with this 
transaction, 


CONTINENTAL LIFE INSURANCE 
COMPANY, INC., WASHINGTON, 
D.C. 


was incorporated 
August, 1914. On October 5, 1914, it 


This company in 


FARMERS NATIONAL LIFE INSUR- 
ANCE COMPANY, SYRACUSE, N. Y. 
In the August issue of BEST’S LIFE 

INSURANCE NEWS we printed a re- 

port upon this company, and stated 

that an application was pending for 
permission to change its name to the 

Farmers and Traders Life Insurance 

Company. The company advises us that 

it was authorized by an order of the 

Supreme Court to assume that title on 

and after September 17, 1914. 


FIDELITY MUTUAL LIFE INSUR- 
ANCE CoO., PHILADELPHIA, PA. 
New Disability Clause. 

This company, which was the orig- 
inator of the disability idea in life in- 
surance, has issued a new and very at- 

tractive disability clause. 

Some of the principal features of the 
clause are that the company gives full 
disability protection to age sixty-three, 
and after that takes care of the dis- 
abled policyholder by advancing money 
to pay his premiums. In addition to 
waiving the payment of premiums, the 
company, one year after receipt of 
proof of disability, will pay to the in- 
sured one-eighth of the face amount 
of the policy, and a like instalment 
annually during disability, and prior to 
maturity of the policy, or instalments 
may be left with the company to ac- 
cumulate until maturity at not less 
than 3% compounded annually, the in- 
surance in force being reduced by the 
amount of each instalment paid. 

The following is a copy of the agree- 
ment in full attached to an ordinary 
life policy issued at age 35 for $1,000: 

Disability Benefit Agreement. 

In consideration of the payment of 
an annual premium of $0.84, which is 
included in the premium stated in Pol- 
icy No, 00000, issued by The Fidelity 
Mutual Life Insurance Company, on the 
life of John Doe, to which this agree- 
ment is attached and made a part, it 
is agreed as follows: 

First.—After the premium for one 
full year shall have been paid on said 





took over the business and entire 
agency force of the Southern Mutual 
Aid Association of Birmingham, Ala., 
in the State of Virginia and the District 
of Columbia. Several of the officers of 
the Southern Mutual Aid are officers 
of this company. It has $30,000 author- 
ized capital which is all paid in. The 
stock was sold at par $10 per share. Its 
officers are as follows: 

President, Robert L. Montague; vice- 
president and general manager, I. S. D. 
Sauls; secretary and treasurer, LeRoy 
Smith; assistant secretary and treas- 
urer, H. A. Batholomew. 


FARMERS AND TRADERS LIFE IN- 
SURANCE CO., SYRACUSE, N. Y. 
The above title has been adopted by 

the Farmers National Life Insurance 

Company of Syracuse. See report upon 


policy, and prior to default in payment 
of any subsequent premium, and before 
the insured shall have attained the 
age of sixty-three years, upon receipt 
by the Company at its Head Office of 
due proof of total and presumably per- 
manent blindness, or of the severance 
at or above of the wrist of both entire 
hands, or of the severance at or above 
the ankle of both entire feet, or of 
the severance at or above the wrist 
or ankle respectively of one entire 
Rand and one entire foot of the insured 
thereunder, or that the said insured has 
become so disabled by bodily injury or 
disease that he is, and presumably will 
be, permanently and continuously pre- 
vented thereby from engaging in any 
occupation whatever for remuneration 
or profit, the Company shall waive the 
payment of each premium as it there- 
after becomes due during the insured’s 





that company below. 


said disability. 


In addition to waiving the payment 
of premiums as aforesaid, the Company, 
one year after the receipt of proof of 
such disability, shall pay to the in- 
sured one-eighth of the face amount of 
the policy, and a like amount annually 
thereafter during the continuance of 
such disability prior to the maturity of 
the policy, upon condition that the pol- 
icy be returned to the Company for 
endorsement thereon of each payment. 
Any such payment or instalment may 
be left with the Company to accumu- 
late until the maturity of the policy at 
such rate of interest as the Company 
may declare on funds so held by it, but 
not less than 3% compounded annually. 

The insurance in force under said 
policy shall be reduced by the amount 
of each instalment paid, and the loan 
and surrender values provided therein 
shall be reduced in proportion to the 
reduced amount of insurance. 

When any instalment becomes pay- 
able, if there shall be an indebtedness 
on the policy in excess of the cash sur- 
render value of the reduced amount of 
insurance, the Company shall apply 
such part of the instalment as may be 
necessary to reduce the indebtedness 
to the amount secured by such cash 
surrender value. Whenever the total 
amount of such instalments, together 
with the amount of any remaining in- 
debtedness to the Company shall equal 
the original face amount of the policy 
plus any paid-up additions or unpaid 
dividends, then the Company’s liability 
under the policy shall thereby be fully 
satisfied and discharged without further 
action. 

Second.—In the event of disability 
occurring after the insured shall have 
attained the age of sixty-three years, 
and under all the conditions aforesaid, 
the Company shall waive payment of 
each premium thereafter becoming due 
during such disability, and the face 
amount of the policy shall be reduced 
by the amount of each such premium 
waived, and the loan and surrender 
values provided therein shall be re- 
duced in proportion to the reduced 
amount of insurance. 

Third.—The Company after accepting 
proofs of disability under this agree- 
ment may demand of the insured at 
any time thereafter, but not oftener 
than once a year, proof of the continu- 
ance of such disability. Upon failure 
to furnish such proofs, or if it appears 
that the insured has become able to en- 
gage in any occupation whatsoever for 
remuneration or profit, no further pre- 
miums_ shall be waived, and 
further instalment payments 
be made by the Company. 
amount of .the insurance shall 
then have been reduced under any 
of the foregoing provisions, such re- 
duced amount of insurance shall there- 
after be the face amount of the policy; 
the premiums thereafter falling due 
and all benefits under the policy shall 


no 
shall 


If the 





be reduced accordingly. 
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GEORGE WASHINGTON LIFE INSUR- 
ANCE CO., CHARLESTON, W. VA. 
On October 22, 1914, this company re- 

insured the outstanding business of the 

Commercial Life Insurance and Cas- 

ualty Company of Savannah, Ga. See 


article on that company elsewhere 
herein. 


JOHN HANCOCK MUTUAL LIFE IN- 
INSURANCE COMPANY, BOSTON, 
MASS, 

Issued 
Clause. 


New Policies with Disability 


The principal changes in the revised 
policy forms of this company, which 
were issued on October 1, 1914, are as 
follows: 

1—The annual participation in divi- 
dends is changed so that only the dis- 
tribution at the end of the first year 


is contingent upon the payment of the | 


ensuing year’s premium instead of the 


first and second, as under the old forms. | 


2.—Application of surplus to shorten 


the term of premium payments or ma- | 


ture policy. 

3.—The interest rate on policy loans 
has been increased from 5% to 6%. A 
premium loan clause has been intro- 


duced with a provision that it may be | 


made automatic. 

4.—The conversion 
changed to cover the various plans to 
which conversion could not previously 
be had, and to a definite basis of cost, 
i. e., the difference in premiums less 
dividends with interest at 6%. 

5.—Restrictions: A limitation for 
One year only on risks of war and avi- 
ation, and the liability of the company 
during that period is the amount of pre- 
miums paid, 

6.—The interest charge for reinstate- 
ment has been increased from 5% to 6%. 

7.—A provision has been introduced 
in non-forfeiture options that extended 
insurance may be made automatic, if 
the insured prefers. 

8.—The provision under settlement 
options is radically changed. The 
options have been reduced to four, as 
follows: 

(1). Payment by a stipulated number 
either 5, 10, 15, 20, 25 or 30 equal annual 
instalments. 

(2). Payment by annuity during the 
life of beneficiary. 

(3). Payment by a stipulated num- 
ber either 10, 15, 20, 25 or 30 equal 
annual instalments and by an annuity 
for as many years thereafter as the 
beneficiary shall live. 

(4). The net sum due under the pol- 
itcy, or any part thereof not less than 
$1,000, may be left on deposit, and the 
company will pay interest thereon an- 
nually at such rate not less than 3% 
as may from year to year be determined 
by ‘the company. The amount of de- 
posit may be withdrawn on any inter- 
est date, if so provided wien the op- 
tion is elected but if not so withdrawn, 
then upon the death of the person last 
entitled to receive interest payments, 
the company will pay the amount of the 
deposit, together with any accrued in- 
terest for the then current year in 


privilege is | 


such a manner as may be directed when 
the option is elected. 

It is further provided that annual 
payments of $100 and over may be tak- 
en in equivalent semi-annual, quarterly 
or monthly payments. 

Disability Clause. 

The rates charged for this clause vary 
according to age. The provisions are 
as follows: 

“Sec. 1. Before age sixty. 

“The disability provision provides 
that in case of total and permanent 
disability from any cause, occuring be- 
fore the insured reaches age sixty, no 
further premium payments will be re- 
quired during the continuance of such 
| disability, and payment of the policy 
will be made to the insured in ten in- 
| stalments of $100 yearly, beginning one 
year after disability is proved, for each 
$1,000 of insurance, so that in ten years 
the full sum insured will be paid. 

“Policy amount at death or maturity: 
|}In case the insured should die, or the 
| policy mature during the continuance 
of the disability, the amount payable 
will be the face of the policy plus any 
outstanding additions, less the total of 
all disability instalments paid together 
with any existing indebtedness, 

“Future premiums in case of recov- 
ery: If the insured should recover after 
|having received disability payments, fu- 

ture premium payments will be upon 
|the reduced amount of insurance. 

| “Sec. 2. Waiver of premiums after 
|age sixty. 

“After the insured reaches age sixty, 
| then, in case of total and permanent 
| disability, no premium payments will be 
|}required during the continuance of such 
| disability, and the premiums in such 
}case will be waived, each such waived 
|premium reducing the insurance. The 
amount of premiums waived from year 
to year will decrease in proportion to 
the reduced amount of insurance. 

“Policy amount at death or maturity: 
In case the insured should die or the 
policy mature during the continuance 
of disability, the amount payable would 
be the face of the policy as reduced by 
the premiums waived, plus outstanding 
additions, and less any existing indebt- 
edness. 

“Future premium payments in case of 
recovery: If the insured recovers from 
the disability, future premiums will be 
upon the reduced amount of insurance. 

“General Conditions. 

“Disability premiums: These pre- 
miums will not be payable after age 
sixty, nor beyond the term of premium 
payments as provided in the policy. 

“Payment of premiums: The disabil- 
ity premiums are payable with and as 
a part of the regular annual, semi-an- 
nual or quarterly premium on the pol- 
icy. They cannot be accepted unless 
in connection with such regular pre- 
mium. 

“The disability premium may be dis- 
continued at any policy anniversary 
upon request by the insured, and the 
presentation of the policy to the com- 
pany for cancellation of the disability 
benefit provision. 








“Limitations: The limitations applic- 
able to the disability benefit provision 
are as follows: 

“(1) It will be granted only to standa- 
ard risks, where no impairment exists 
which would necessitate a modification 
of plan or amount applied for. 

“(2) Twenty-five thousand dollars 
($25,000) will be the limit allowed upon 
this plan. Thus a man may seek or 
earry $50,000 with this company, but 
the disability feature will apply to $25,- 
000 only. This $25,000 must be the ex- 
act sum total of one or more policies. 
If a person is insured for $30,000 un- 
der three $10,000 policies, the disability 
feature would apply to $20,000 only. If 
insured for $27,000 under one $15,000, 
one $5,000, and one $7,000 policy, the 
disability feature would apply (if they 
are contracts that will permit disability 
benefits) to two policies only, the $15,- 
000 and the $7,000, the $15,000 and the 
$5,000, or the $5,000 and the $7,000. 

“(3) It will not be granted in con- 
nection with term, joint life, contin- 
uous monthly income policies, nor in 
connection with insurance on the cor- 
poration plan. 

“(4) It will not be granted in the case 
of those persons whose occupations or 
surroundings involve additional hazard, 
either from disease or accident. 

“(5) Persons in the military or naval 
service, the militia or the National 
Guards in active service, aeronauts, or 
persons included in the list of prohib- 
ited and doubtful risks, as set forth 
from time to time by the company, are 
not acceptable under this provision. 

“(6) It will not be granted in the 
case of persons who are deaf mutes, 
or who have lost the use of one or 
both eyes, arms or legs. 

“(7) It will not be granted to appli- 
cants ratable at over age fifty-five. 

“(8) It will not be granted in the 
case of women applicant* 

“Non-forfeiture values: Whenever the 
insurance is reduced by payment of dis- 
ability instalments under Section 1, 
or waiver of premiums under Section 
2, the non-forfeiture values will be 
reduced proportionately. 

“Annual instalment payments: An- 
nual instalments of $100 and over, un- 
der the disability provision, may be 
taken in equivalent semi-annual, quar- 
terly or monthly instalments.” 


KNIGHTS OF THE MACCABEES OF 
THE WORLD, DETROIT, MICH. 
This order and the Knights of the 

Modern Maccabees have consolidated 

under the title “The Maccabees.” 


KNIGHTS OF THE MODERN MACCA- 
BEES, PORT HURON, MICH. 

On September 1, 1914, this order was 
consolidated with the Knights of the 
Maccabees of the World under the title 
“The Maccabees,” with headquarters at 
Detroit. The Knights of the Modern 
Maccabees is now merely the grand 
lodge of the order for the State of 
Michigan. 
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NATIONAL LIFE INSURANCE COM- 
PANY OF THE U. 8S. A., CHI- 
CAGO, ILL. 


Report of Examination Reviewed—Un- 
profitable Operations of Accident 
Department Cause Drain on 
Company’s Surplus. 


This company was examined by the 
Insurance Departments of Illinois, 
Iowa, Michigan and North Carolina as 
of May 31, 1914. Particular attention 
is directed to the transactions of the 
company for the year 1913, and such 
investigation as was deemed necessary 
for the year 1912, and in the case of 
the Casualty Department for the time 
it was in operation in the year 1911. 

In the preparation of statements and 
schedules the examiners have separated 
as far as possible the transactions of 
the Life and Casualty Departments, 

The Report shows that the deficit on 
account of the transactions of the ac- 
cident department up to May 31, 1914, 
amounted to $316,766.99. These figures 
do not include $100,000 contributed by 
stockholders, which is not carried as 
a liability below). 

In connection with this loss in sur- 
plus it should be borne in mind that 
the company writes a considerable vol- 
ume of participating insurance, and has 
a large amount of that class of business 
in force. The participating policy- 
holders, therefore, must suffer from the 
operations of a department which has 
been so unprofitable to the company. 

In regard to the stockholders’ con- 
tribution of $100,000 to the casualty de- 
partment, the report says: 

“In the year 1913 the shareholders 
of the company contributed for the 
purpose of the accident business the 
sum of $100,000, which appears among 
the income. The contribution was 
made under the following agreement: 

“In consideration of the contribu- 
tion by Albert M. Johnson, of Chicago, 
Illinois, to National Life Insurance 
Company of the United States of 
America, of the same city, of the sum 
of $100,000, receipt whereof is hereby 
acknowledged, for the upbuilding of 
the Accident Department of said com- 
pany, said company hereby promises 
that on or before the 28th day of Feb- 
ruary of each year, beginning with 
1915 and continuing until all of said 
sum of $100,000 shall have been re- 
paid, with interest thereon from this 
date at the rate of 6 per cent. per an- 
num, it will appropriate to the repay- 
ment of such advancement, out of the 
net profits of its Accident Department 
for the calendar year next preceding, 
the principal sum of $20,000, or so 
much thereof as it shall have realized 
within said year as net profits of its 
Accident Department, or such greater 
sum as it can conveniently spare, to- 
gether with an additional sum equal to 
interest from this date at the rate of 
6 per cent. per annum on the principal 
sum se appropriated, and on or before 
the 28th day of each February it will 
pay to said Albert M. Johnson or his 
assigns the total amount of the sums 
then so appropriated.’ 


(see 


“In view of the interpretation placed 
upon this agreement, we did not place 
this $100,000 among the liabilities of 
the company.” 


Financial Condition as of December 31, 
1913. 

The statement as filed by the com- 
pany, and as printed in our 1914 vol- 
ume, shows total admitted assets of 
$11,969,251.28. The examiners in- 
creased this item to $12,004,114.45. The 
surplus of the company, however, is 
reduced from $173,317.09 to $158,613.14. 
This is due largely to the examiners 
setting up as a liability “dividends or 
reduction to mortality cost on assess- 
ment certificates payable in 1914” 
amounting to $36,863.17, and increasing 
the Casualty Department liabilities 
from $149,639.07 to $158,662.02. 

The statement of income and dis- 
bursements, except for one or two 
slight changes, agrees with that filed 
by the company, 


Examiners’ Comments. 


Death Claims: Careful examination 
was made of the claims paid for the 
years 1912 and 1913, and it was found 
that settlements had been equitably and 
promptly made, and the company’s 
methods in regard to handling its death 
claim settlements were commended, 

Commissions and Agency Expenses: 
The records pertaining to the cost of 
obtaining business were examined, and 
improvement was shown from year to 
year. 

Advertising, Printing and Stationery: 
The company operates a printing de- 
partment of its own under the title of 
the 
This organization is run as an inde- 
pendent concern, and does a certain 
amount of outside work to Keep contin- 
ually busy. The examiners state that 
judging from the records and results 
this is a very satisfactory arrangement 
for the company. 

Salaries: Attention is called to the 
liberal salaries paid to the officers and 
employes, and that the company gets 
satisfactory returns in the line of ef- 
ficiency for the disbursement. It failed, 
however, to schedule in its annual 
statements certain salaries and pay- 
ments in excess of $5,000 as called for 
by the convention blank. 


Real Estate: The real estate owned 
represents the book value of the Des 
Moines Life Building which came into 
the possession of the company when 
it reinsured the business of that com- 
pany. The actual book value of the 
building at the time of the reinsur- 
ance was $223,361.72, which represents 
ythe actual cost of the building in pur- 
chase, and any improvements placed 
upon it while under the ownership of 
that company. During 1913 the prop- 
erty was marked up to $250,000. The 
examiners obtained sworn statements 
as to the value of this property vary- 
ing from $225,000 to $285,000. The ex- 
aminer allowed the company’s figure of 
$250,000 to stand. Since the examina- 
tion the property has been sold for that 
figure, 





“La Salle Street Printing Shop.” | 





Mortgage Loans: The mortgage loan 
records were carefully checked and 
found to be in excellent shape. Sev- 
eral loans in the State of Oklahoma 
have been foreclosed. These loans were 
made by the Des Moines Life and as- 
sumed by the National Life. The com- 
pany’s inspector has personally inves- 
tigated all these foreclosures and re- 
ported to the company that it will ul- 
timately suffer no loss on this account. 
The examiners state that during the 
period covered by the examination it 
has suffered no loss on this investment. 

The company has a mortgage loan of 
$300,000 on the property of the North 
American Cold Storage Company. The 
president of the company is also presi- 
dent of the cold storage company, and 
a controlling factor in its affairs. An 
appraisal was made of this property 
and the value given as $752,500. The 
books of the cold storage company 
were shown to the examiners, and they 
show that its operations are profitable. 

Collateral Loans: Among the collat- 
eral loans outstanding on December 31, 
1913, was one to H. W. Huttig and and 
C. B. Munday for $20,000 secured by a 
pledge of 412 shares of the La Salle 
St. Trust & Savings Bank of Chicago. 
The records show this loan to have 
been paid off before the suspension of 
the bank on June 12, 1914. In April, 
1914, there was loaned to C. B. Mun- 
day $50,000 on the pledge of the fol- 
lowing collateral: 50 shares of La 
Salle Street Trust and Savings Bank; 
20 shares of Illinois State Bank; 350 
shares of Calumet State Bank and 633 
shares of Broadway State Bank. An- 
other loan of $10,000 was made on May 
20, 1914, on the collateral of 262 shares 
of the La Salle Street Trust and Sav- 
ings Bank. When the La Salle Street 
Trust and Savings Bank suspended pay- 
ment on June 12, 1914, the Illinois 
State Bank, the Calumet’ State Bank 
and the Broadway State Bank also sus- 
pended payment. On account of the 
suspension of these banks the security 
for these collateral loans became very 
seriously impaired. The Broadway 
State Bank, however, has since been 
reorganized, and is now doing business. 
At the request of the president of the 
company, Mr. Munday deposited fur- 
ther security as collateral, namely, 
notes of the Alluvial City Land Com- 
pany of the Parish of St. Bernard, 
Louisiana, for $58,500. The company 
was unable to give the examiners any 
opinion as to the value of these notes 
as collateral, 

Bank Deposits: The examiners called 
attention to the fact that the company 
earries deposits in its banks upwards 
of three-quarters of a million dollars 
bearing interest at rates from 3 to 2% 
per annum, and that in their opinion, 
this amount is largely excessive for 
the combined needs of the Life and 
Casualty Departments. The company 
offers as reasons for these large bal- 
ances the effect they have upon the 
attainment of new insurance through 
the good offices of the banks, and the 
necessity of maintaining large depos- 

(Continued on next page.) 
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NATIONAL LIFE (Continued). 


its for their heavy disbursements of 
the maturities of endorsement bonds of 
the National Life and Trust Company. 
The last reason, however, is no longer 
applicable as those bonds were all re- 
tired in the early part of 1913. The 
president of the company expressed to 
the examiners his intention of reduc- 
ing the bank balances and of invest- 
ing in mortgage loans. 

On May 31, 1914, the company had 
on deposit in the Graham & Sons Bank 
$171,752.50. This is an old private bank 
in Chicago, and bears an excellent rep- 
utation. The large deposit is explained 
by the fact that this bank has been 
of material benefit to the company in 
the placing of insurance among the 
residents of the west side of Chicago. 
The company throughout 1913 main- 
tained large deposits in the La Salle 
Street Trust and Savings Bank. On 
May 31, 1914, it had on deposit in that 
bank $160,196.14, and at the time of 
its suspension on June 12, 1914, it had 
on deposit in the neighborhood of 
$142,000. A wise precaution was taken 
by the company in regard to its de- 
posits in this bank in that it had a 
surety bond with a sound company of 
$200,000, so that it has suffered no loss 
on that score. 

Bonds and Stocks: Of the bonds 
owned, $1,000,000 is represented by 
bonds of the National Life Building 
Company, being the total outstanding 
issue. The rest of the bonds owned 
are miscellaneous securities, and do 
not require any special comment. Of 
the stock sold, $2,000,000 represents the 
book value of the capital stock in the 
National Life Building Company, its 
par value being $1,000,000, and the 
company owns the entire outstanding 
issue. The balance of the _ stocks 
owned are investments in capital stock 
of various banks all located in Chi- 
cago except two, which are in Cleve- 
land, O., and an investment in stock of 
the World Casualty Company, which 
is a subsidiary of the National Life 
Insurance Company of the U. S. A. 

As the company owns the entire is- 
sue of the bonds and stocks of the Na- 
tional Life Building Company, it 
amounts in effect to the company own- 
ing and carrying among its assets real 
estate in fee simple and a building 
valued at $3,000,000. The value of this 
building was inquired into exhaustively 
in 1907 by the Circuit Court of Cook 
County, and established at this figure. 
The examiners instituted an appraisal 
to discover the trend of value of this 
property between that time and the 
date of the examination, and have ob- 
tained a sworn appraisal which places 
the value at $2,232,120, which indicates 
that the building is in excellent repair, 
and that the trend in real estate in 
that section of the city is upward. The 
building has paid 4% on its bonds and 
5%% on the book value of its stock, 
or a revenue of 5% on the valuation 
of $3,000,000. This earning capacity 


has been maintained on the average for 
seven years, and there is a surplus on 


the books of the building company. 
During the years 1912 and 1913 there 
was a radical change experienced in 
the tenancy of the building, which 
caused the depletion to some extent 
in the surplus of the building company. 
The company believes, however, that 
an earning capacity of not less than 
5% on $3,000,000 can be maintained. 

The company owns all the capital 
stock of the World Casualty Company 
except three qualifying shares which 
are held by the officers of the National 
Life. The company was organized to 
transact the business of the National 
Life in those States in which it would 
not be legally permitted to conduct a 
combined life and accident business. 
It is capitalized for $100,000, and the 
stock was sold at a premium of $50,- 
000. Its transactions have not been 
extensive. 

Des Moines Life Insurance Company. 

As explained in the report upon this 
company in our 1914 volume, the Na- 
tional Life reinsured the Des Moines 
Life on January 23, 1912. The National 
Life agreed to pay the Des Moines Life 
an initial payment of $300,000 and 
$80,000 a year for five years out of the 
expense loading on the Des Moines Life 
business so transferred when realized, 
or if the sum of $80,000 were not real- 
ized in any one year, the balance with 
interest at 5% would be continued and 
become payable in the years next fol- 
lowing the five year period. 

At the present time the president of 
the National Life is the sole share- 
holder of the Des Moines Life. The 
$700,000, which under contract must 
finally be paid to the Des Moines Life, 
represents as nearly as possible, the 
actual cost to him for the acquirement 
of the shares of the Des Moines Life, 
and when the National Life has finally 
completed its payment to the Des 
Moines Life any excess or deficiency 
in this expenditure in transaction 
would be assumed by the National Life. 
In other words, it is intended that the 
president shall neither make any profit, 
nor suffer any loss in the transactions. 

The reinsurance contract was amend- 
ed on December 31, 1912, and on De- 
cember 26, 1913. These amendments 
provide for the postponement of the 
annual payment of $80,000 in each of 
the years 1913 and 1914. In view of 
these amendments to the contract, the 
$80,000 accrued December 31, 1913, and 
the unpaid portion of the $80,000 ac- 
crued December 31, 1912, have not been 
considered a liability. Of the amount 
due on December 31, 1912, $27,000 was 
paid in 1913 and of the sum due Decem- 
ber 31, 1913, $32,500 was paid in 1914. 

Mutual Business: Prior to October, 
1907, the Des Moines Life had been a 





mutual company. At the time it was 
changed to a stock company the entire 
surplus was assigned to the then exist- 
ing policyholders of the company. The 
reinsurance agreement of the National 
Life stated that “it is required that 
the surplus of the Des Moines Life 
Insurance Company assigned to the mu- 
tual policyholders at the time of its 
conversion into a stock company, with 








accretions heretofore and hereafter ac- 
cruing, and with profits hereafter aris- 
ing under the terms of such contracts 
be maintained as the surplus of the 
said mutual policyholders exclusively, 
and it is further required that as soon 
as practicable due and legal classifi- 
cation and apportionment in harmony 
with the provision of the policies be 
made.” 

From the examiners’ investigation it 
appeared that the conditions in both 
clauses are being carried out. 

Assessment Contracts: The Des 
Moines Life was originally an assess- 
ment association, and was changed into 
a mutual legal reserve company in 
1900. During the progress of the com- 
pany on the assessment plan provision 
had been made for the accumulation 
of the unused portions of the assess- 
ments in funds which were drawn 
upon to provide for the mortality as 
it became heavy. On two separate oc- 
casions the directors and policyholders 
in an annual meeting authorized, as 
was provided under their charter and 
under the assessment certificates is- 
sued to the members, that if the funds 
to the credit of the various classes of 
certificates were exhausted, there 
should be placed upon the mortality 
cost plan, that is, for each year, the 
member should be charged the actual 
mortality cost at his then attained age. 
These funds were carefully worked out 
and the National Life has continued 
the same treatment to the assessment 
policyholders, as was provided by the 
Des Moines Life, and has given the as- 
sessment certificate holders the benefit 
in actual savings in mortality of the 
entire business of the National Life, 
which saving was much greater than 
upon the assessment certificates as a 
elass. The reserve on the assessment 
certificates is the same as if they were 
yearly renewable term policies. 

Surplus Distribution, 

“Method. At the end of the year 
when the surplus of the company has 
been ascertained the officers decide 
upon the amount of surplus to be dis- 
tributed, and then the distribution is 
made according to a percentage saving 
in mortality and a percentage of ex- 
cess interest, no specific account being 
taken of the expense loading element 
or the saving from terminations in 
this method of distribution. 

“Des Moines Life Insurance Company 
Apportionment: After the reinsurance 
of the Des Moines Life the scale of 
annual dividends of the National Life 
was adopted. Where this method pro- 
duced amounts less than the preceding 
dividend in the Des Moines Life, such 
dividend was continued until overtaken 
by the National Life’s scale. The sur- 
plus interest producing capacity of the 
combined company had been somewhat 
less than in the Des Moines Life, but 
the saving in mortality on the com- 
bined business has been greater than 
upon the Des Moines Life business. The 
apportionment, however, has been made 
to apply to the combined company as 





a whole. 
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“Deferred Dividends: The company 
does not fund the surplus apportioned 
to deferred dividend policyholders. The 


ments for the year, 42%; increase in 
liabilities, 23%. 


1913: Premium income, $360,000; 


apportionment is made to individual| commissions, 30%; other agency ex- 


policies and the amount of surplus to, penses, 
the credit of each individual policy is, 


14%; salaries and office ex- 
penses 18%; total, 62%; claims, 46%. 


improved at interest at the rate of 4%! The decrease in liabilities is 2%. 


per cent. This method of handling the | 


deferred dividend apportionment elimi- 
nates in part the tontine feature which 
was involved in the principle of de- 
ferred dividend business. The surplus 
released on policies terminated other 
than by death after the fifth policy 
year, instead of being accumulated for 
the benefit of the persisting deferred 
dividend policyholders goes into unas- 
signed surplus and is used for distri- 
bution to all policyholders. After the 
fifth policy year a mortuary dividend 
of the accumulated surplus is paid. 
The net result of this is that the an- 
nual dividend policyholders may possi- 
bly benefit at the expense of the de- 
ferred dividend policyholders in the ap- 
portionment. However, as there was 
$42,000,000 of deferred dividend busi- 
ness and $5,400,000 of annual dividend 
business in force at December 31, 1913, 
and as the annual dividend business of 
the company has never been compara- 
tively very large, this method of hand- 
ling the deferred dividends may not 
have left a very serious effect. This 
matter was drawn to the attention of 
the president and actuary of the com- 
pany, and they have indicated that in 
the future distributions the method 


will be changed so as to conserve the 
interests of this class of policyholders.” 


General Remarks, 


The examiners state that the general 
results of the Life Department are 
good, “although the returns to policy- 
holders in the nature of dividends 
might be improved in comparison with 
other companies. The agency methods 
of this department are excellent, and 
the cost of new business shows a regu- 
lar improvement. The administration 
of the Medical and Inspection depart- 
ments is good, and a favorable mortal- 
ity is shown. The accounting methods 
and records are on the whole in ex- 
cellent condition.” 


Casualty Department. 


As stated above, the Casualty De- 
partment of the company has so far 
been operated at a heavy loss. Up to 
December 31, 1913, the net amount ad- 
vanced by the Life Department was 
$50,624.27, and the advance for the first 
five months in 1914 by the Life De- 
partment was $35,933.76. 

Pr i I : The company sub- 
divides its premium income according 
to the various classes of business writ- 
ten, namely, monthly, weekly, commer- 
cial and limited. The net results of 
the operations of these various classes 
for the years 1912, 1913, and for the 
first five months of 1914, are as follows: 

Monthly Department, 1912: Premium 
receipts, $194,000; commissions paid, 
32%; other agency expenses, 23%; sal- 
aries, traveling and other office ex- 
penses, 33%; total, 88%; claim pay- 











First Five Months of 1914: Premium 
income, $143,500; commission, 29%; oth- 
er agency expenses, 17%; salaries and 
office expenses, 20%; total 66%; claims, 
43%. The increase in liabilities amount- 
ed to only $100. 

Weekly Department, 1912: Premium 
income, $35,000; commissions, 21%; 
agency expense, 122%; office and oth- 
er agency expenses, 33%; total, 176%; 
claims, 23%; increase of liabilities, 7%. 

1913: Premium income, $124,000; 
commissions, 38%; agency expenses, 
48%; salaries and office expenses, 9%; 
total, 95%; claims, 30%; increase in 
liabilities, 2%. 

First Five Months of 1914: 
income, $62,000; commissions, 39%; 
agency expenses, 41%; salaries and 
home office expenses, 7%; total, 87%; 
claims, 37%. The liabilities show a 
decrease of $200. 


Commercial Department, 
mium income, $44,700; commissions, 
33%; agency expenses, 10%; salaries 
and office expenses, 33%; total, 76%; 
claims, 13%; liabilities set up, 98%. 

1913: Premium income, $96,000; com-- 
missions, 37%; agency expenses, 10%; 
salaries and office expenses, 16%; total, 
63%; claims, 40%; increase in liabili- 
ties, 26%. 

First Five Months of 1914: Premium 

income, $44,000; commissions, 37%; 
agency expenses, 10%; salaries and of- 
fice expenses, 15%; total, 62%; claims, 
49%; increase in liabilities, 7%. 
+ Limited Department, 1912: Premium 
income, $48,600; commissions, 73%; 
agency expenses, 1%; salaries and of- 
fice expenses, 6%; total, 80%; claims, 
4%; liabilities set up, 56%. 

1913: Premium income, $66,000; com- 
missions, 60%; agency expenses, 3%; 
salaries and office expenses, 14%; to- 
tal, 77%; claims, 15%; increase in lia- 
bilities, 15%. 

First Five Months of 1914: Premium 
income, $25,900; commissions, 57%; 
agency expenses, 5%; salaries and of- 
fice expenses, 14%; total 76%; claims, 
31%; increase in liabilities, 19%. 

Examiners’ Comments. 


The manager of the Casualty De- 
partment, Mr. C. H. Boyer, in a letter 
to the examiners, stated that the for- 
mative period in the development of 
the company’s business is passed, and 
that he sees in the business signs of 
a coming profit. The examiners on the 
other hand state that the statistics are 
not convincing to them that the com- 
pany has yet reached what might be 
termed the turning point in the de- 
velopment of that department; that 
while the company has built up a 


Premium 


1912: Pre- 


‘large premium income in a compara- 


tively short time, the analysis of ex- 
penses indicates that it has been ob- 
tained at a very considerable agency 
expense, and that it will take a some- 





what longer time than the three years 
the company has now operated that de- 
partment to indicate whether the de- 
velopment of the business at such an 
expense is justified or not. 

Agency Contracts: A number of the 
agency contracts were examined, and 
the remuneration on many of them was 
found to be excessive. The company 
justifies these contracts on the ground 
that it was necessary to go to this ex- 
pense to establish the business. In 
many cases these contracts provide for 
the reduction in commissions, and the 
examiners were informed that it is the 
intention of the company to gradually 
curtail this development expense. 

Profit Sharing Contracts: It was 
found that the agency contracts on the 
whole do not provide for profit sharing 
in underwriting results of the depart- 
ment, or for any commissions contin- 
gent upon results. There are, however, 
a few contracts of that nature in force. 
The objectionable feature of the profit 
sharing contracts arises when the 
agents are permitted to adjust claims. 
The Claim Department of this com- 
pany, however, is not under the con- 
trol of the manager, and all claims 
whether settled in the field or other- 
wise, are controlled by the home office 
income department, 

Manager’s Contract: Mr. C. H. Boyer, 
who was formerly manager of the In- 
dustrial Department of the United 
States Branch of the General Accident 
Fire and Life Assurance Corporation 
of Perth, Scotland, and whose methods 
were severely censured after an exami- 
nation of that company by the New 
York Insurance Department, became 
manager of the Casualty Department of 
this company under a three year con- 
tract providing for a fixed salary and 
a contingent profit in results of the 
business, which in three years could 
not be greater than $30,000. This con- 
tract provides specifically that he shall 
have no hand in the settlement of 
claims. The results of the business are 
such that he will not reap any benefit 
under the contingent portion of his 
contract during the period it is in 
force. 

Accounting Department. 

The examiners called attention to the 
fact that the accounting with the 
monthly business is not satisfactory. 
A proper check is not had on the col- 
lections of the monthly agents. It is 
contended that it would be too expen- 
sive to go to the detailed checking or 
supervision as applied to the Commer- 
cial Department. The Weekly Depart- 
ment, however, has a division of great- 
er detail, which is handled with better 
results on the “agents’ debit” principle. 
The examiners recommended that if the 
expenses of the Commercial Depart- 
ment idea were prohibitive, the ac- 
counting of the Monthly Department be 
conducted on the debit plan. 

Accident Claims: Several thousands 
of paid claims in addition to the out- 
standing claims on December 31, 1913, 
and a larger number of the rejected 

(Continued on next page.) 
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NATIONAL LIFE (Continued). 
claims of that year were carefully ex- 
amined. As to the findings we quote 
from the report as follows: 

“Many instances could be cited of our 
disagreement with the settlements of 
the company. but as these would not 
be typical of the general.treatment by 
the company, we are avoiding the quo- 
tation of any specific examples. Gen- 
erally speaking, the treatment of the 
commercial accident claims may be said 
to be satisfactory. The treatment of 
the monthly and weekly claims on the 
whole is technically correct. The cor- 
respondence on file in many cases, 
however, would indicate a misunder- 
standing on the part of the assured as 
to his rights under the contract. This 
misunderstanding which expresses it- 
self in criticism of claims settlement 
would be much reduced were the pol- 
icy contracts themselves in this and 
other companies freed from _ restric- 
tions or couched in language simple and 
plain. The most recent policy of the 
company is a step in this direction. 

“The provident or limited accident 
business has been, as might be expected, 
a source of much contention. These 
policies are limited in their benefits 
and sold for a low premium and are 
the cause of much dispute between the 
company and the claimant, although it 
would seem that on 
claimant received the 
which he was legally 
his policy.” 

The report of examination is a very 
voluminous document, and any specific 
information 
operations not covered above will be 
furnished upon request. 


settlement to 
entitled under 


NEW WORLD LIFE INSURANCE CO., 
SPOKANE, WASH. 

Report of Examination Reviewed. 

This company was examined by the 
Insurance Department of Washington 
as of June 30, 1914, the report being 
dated September 30, 1914. The examin- 
ation was also approved by the Insur- 
ance Commissioner of Idaho. The an- 
nual statement for the year ending 
December 31, 1913, was checked, and 
agrees with that printed in our annual 
volume. 

The company’s financial condition as 
of June 30, 1914, shows: 

Assets: Book value of real estate, 
$6,851.66; mortgage loans on real es- 
tate (first liens), $1,259,402.73; premium 
notes on policies in force, $1,679.90; 
book value of bonds, stocks and war- 
rants, $133,410.63; cash in company’s 
office and in trust companies, $116,- 
196.85; total interest and rents due and 
accrued, $40,303.94; net amount of un- 
collected and deferred premiums, $3,- 
710.87; admitted assets, $1,560,843.50. 

Liabilities: Net reserve, $39,853.01; 
partial payments on capital stock, $28,- 
238.39; total liabilities, except capital, 
$78,156.41; capital stock $1,009,870.00; 
unassigned funds (surplus), $472,817.09. 

The statement of income and dis- 
bursements is not shown in the pPe- 
;port. 


During the six months ending June 
30, 1914, the company issued 11,450% 
shares of fully paid-up stock represent- 
ing an addition to capital of $114,505. 

In the general remarks the examiners 
call attention to the fact that the rec- 
ommendations, made after the examin- 
ation in November, 1913, have been 
fully carried out by the officials of 
the company, and that the matters 
in question are in a condition satisfac- 
tory to the Insurance Department. 

At a meeting of the trustees held 
May 28, 1914, a resolution was passed 





| 
| 
} 


|} terests as will be found expedient. The 


j}ance departments of states where the 


the whole the | 


| records installed and in use in the of- 


regarding the company’s | 


| INSURANCE NEWS we reported that 
| the stockholders of this company had 


| placed upon the stock by the apprais- 
|ers in the mutualization proceedings. 





| PRUDENTIAL INSURANCE COMPANY 


discontinuing the further sale of stock 
and a motion was entered to notify all 
subscribers in arrears, or those sub- 
scribers who have defaulted in the 
terms of their stock subscription con- 
tracts, to pay into the company, on or 
before date of August 1, 1914, the bal- 
ances due under their subscriptions, and 
after such date to take such necessary 
legal steps to protect the company’s in- 


date was subsequently extended to Sep- 
tember 15, 1914. 

Amended by-laws were adopted, and 
copies have been filed with all insur- 


company transacts business. Among 
other amendments the number of trus- 
tees was increased to nine (see list 
printed in our 1914 volume). 

In concluding the examiners state: 
“The officers are to be commended for 
their careful handling of all invest- 
ments, and the complete and accurate 
fice.’ No adverse criticisms were made 
by the examiners. 


OF AMERICA, NEWARK, N. J. 
In the October issue of BEST’S LIFE | 


approved the valuation of $455 a share 


economical conduct of Prudential af- 
fairs will, from the very beginning, be 
credited to the policyholders as the 
owners of the Company.” 


UNITED STATES ANNUITY AND LIFE 
INSURANCE CO., CHICAGO, ILL. 
Report of Examination Reviewed. 
This company was examined by the 

Illinois Insurance Department as of 

December 31, 1913, and March 31, 1914, 

the report being dated August 1, 1914. 

The last examination of the company 

was made by the Illinois Department 

March 31, 1913, and the investments 

and methods of the company were sev- 

erely criticised by the examiner, 

Financial Condition, December 31, 1913. 
The report as filed by the company 

on December 31, 1913, and as printed in 
our 1914 volume, shows a surplus over 
capital and all other liabilities of $54,- 
494. The report of examination shows 
an impairment of capital amounting to 
$86,768.31. This is due to the examiner 
deducting as a non-admitted asset the 
book value of ledger assets over mar- 
ket value amounting to $132,925.50. 

The schedules of income and dis- 
bursements are the same as printed in 
our volume. 

Financial Condition as of March 31, 

1914. 

The statement of income and dis- 
bursements for the first three months 
of 1914 does not show any unusual 
items. The total income for that period 
amounted to $104,871.39 and the total 
disbursements were $42,106.75. 

The impairment of capital on March 
31, 1914, stood at $117,033.98 as against 
$86,768.31 at the end of 1913. The ex- 
aminer points out that the debit bal- 
ance due from the agency company 
amounting to $50,864.44, which is de- 
ducted as a non-admitted assets, will 
probably be realized on in full. 

The insurance exhibit shows that the 
lapse rate of the company has been 





A meeting of the policyholders has | 


been called for December 7, 
which the mutualization plan will be 
ratified. 
age of twenty-one years, and whose 
policy has been in force at least one 
year, will be privileged to vote in per- 
son, or by proxy. 

We extract the following from a 
statement given out by the president of 
the company in regard to the mutual- 
ization: 

“The mutualization will provide for 
the election of directors by the policy- 
holders, which will insure for all time 
a continuance of the uniform practice 
of The Prudential to accord to its 
policyholders the greatest degree of 
liberality commensurate with safety. 

“When mutualization is effected, dis- 


1914, at} 


Every policyholder above the | 





tribution of the surplus earnings of the 
Company will include all its policy- 
holders, both participating and non-par- 
ticipating. While under the existing 
low rates, the net cost to the present 
policyholders may not, at the outset, be 
greatly reduced on account of mutual- 
ization, nevertheless every dollar earn- 
ed by a continuance of the sound and 





heavy. In 1913, 2,538 policies were is- 
sued, representing $4,186,558 of insur- 
ance in force and 1,994 policies, repre- 
senting 3,449,398 were terminated. 
During the three months ending March 
31, 1914, 529 policies were issued, rep- 
resenting insuance in force of $830,774, 
and 621 policies representing $1,060,156 
of insurance were terminated. The in- 
Surance in force on March 31, 1914, 
amounted to $11,927,740. 

Securities, 

In view of the criticism of this com- 
Pany’s securities in our previous re- 
ports, and in the last examination made 
by the Illinois Department, we print in 
full the comments in the present exam- 
ination regarding them: 

“Real Estate.—The value of the real 
estate has been continued at that de- 
termined under the last examination. 
The property located in Colorado held 
by the company at that time has since 
been returned at cost price to the 


, agency company from which it was re- 


ceived. The real estate holdings are a 


non-productive assets to the company. 

“Mortgage Loans.—Of the mortgage 
loans all were on deposit with the De- 
partment, 


except one for $12,855.00. 
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This loan, secured by property in Geor- 
gia, was in default and steps were be- 
ing taken to foreclose, the loan papers 
in consequence not being held at Head 
Office, but the report of the last ex- 
amination showed appraisals meeting 
legal requirements. On two other loans 
aggregating $5,000.00 the interest was 
overdue on March 31, one of which 
loans has since been disposed of. The 
mortgage loans yield a good rate of 
interest. 

“Collateral Loans.—As set forth at 
length in the preceding report, the com- 
pany advanced to H. B. Keck, repre- 
senting the agency company, $300,000, 
secured by $198,500 par value of Thorn- 
well Realty Company stock, and by a 
contract of purchase of certain land in 
Issaquena County, Mississippi. Later 
the transaction was completed by the | 
transfer of $300,000 Hugh ‘B. Keck 
mortgage bonds on the land purchased 
in payment of the collateral loan at 
which same time the company made a 
new loan to Keck of $120,205.20 in cer- 
tificates of deposit, secured by the 
$198,500 Thornwell Realty Company 
stock. This loan was subsequently re- 
duced to $120,000. A statement was 
obtained regarding the earnings in 1913 
on the Navarre Building in St. Louis, 
Missouri, which constitutes the prop- 
erty owned by the Realty Company. 
This shows a continuation of the al- 
most negligible net revenue produced 
in the years 1911 and 1912. After fur- 
ther investigation and appraisals of 
the property, it has been determined to 
allow a value of $50,000 on the stock. 
The loan has accordingly been admitted 
at 90 per cent. or $45,000, the balance | 
being deducted as a non-admitted asset. | 

“Bonds.—As already set forth, the | 
company received in 1913 Hugh B. Keck 
mortgage bonds amounting to $300,000. 








Appraisals of the Mississippi land sup- | page 586 of our 1914 volume. 


plementary to those previously obtain- 
ed showed values according to legal 
requirements far below the face 
amount. Recently it has effected an 
exchange of securities, including the 
Keck bonds and various other securi- 
ties not favorably regarded by the De- 
partment, for a long-term leasehold 
interest in property located on East 
Jackson Boulevard, Chicago, on which 
was erected in 1913 a sixteen-story 
fireproof office building. Various ap- 
praisals have beeen obtained on the 
leasehold interest and building and in 
consequence a value of $750,000 placed 
thereon. The property carries an en- 
cumbrance of $250,000, the net equity 
of the company being $500,000. Ex- 
amination of the records of the build- 
ing indicates that, with capable manage- 
ment, this will prove a remunerative 
investment and, while it represents a 
substantial proportion of the assets of 
the company, that the exchange of se- 
curities will be to the benefit of the 
company. Taking into account the 
values placed on the other securities 
given in exchange, the resultant value 
allowable on the Keck bonds was $271,- 
150, at which amount they have been 
included in the statements herewith. 
“Among the bonds held December 31, 
1913, were $20,000 Iowa-Nebraska Pub- 


|} the balance 





lic Service bonds. These were in de- 
fault, but prior to March 31 were dis- 
posed of under a guarantee obtained 
at the time of purchase. In conse- 
quence they have been admitted in the 
statement for December 31 at their face 
amount. 

“The values placed on the other 
bonds held were obtained from the 
Commissioners’ publication of valua- 
tions or from Harris Trust & Savings 
Bank. 

“Stocks.—There included $40,000 
Henry A. Salzer Lumber Company stock 
and $2,000 Illinois Telephone Company 


| stock hitherto allowed at $50,000 and 
| $1,900 respectively. 


These values were 
continued as these stocks were trans- 


| ferred on this basis in the exchange of 
| securities referred to above. 


“Stock of par value of $58,675 is 
held in the Winans-Parker Fruit Com- 
pany of Missouri. After a further ap- 
praisal of the property owned by this 
company it has been decided to admit 
this stock as a valid asset for $25,000.” 

The Insurance Department of the 
State of Illinois advises us that the se- 
curities transferred directly or indi- 
ectly in exchange for the equity in the 
company’s real estate were as follows: 
“Real Estate $20,000.00 
La Crosse Gas & Electric Co. 


Keck Bonds 
Ill. Central Electric Ry, Bonds 15,000.00 
Illinois Telephone Co. Bonds... 5,000.00 
Salzer Lumber Co. stock 

Illinois Telephone Co. stock... 
being made up 


2,000.00 


| gage loans and certificates of deposit.” 


Agency Company. 

In 
of settlements between 
company and the 
was criticised by 


the agency 
insurance company 
the examiner. See 
In re- 
gard to this matter the present exam- 
ination states: 

“Since the last examination a change 
in system has been effected whereby 
the insurance company makes the re- 
newal collections and credits the 
agency company with the amount due 
it, and to this extent an improvement 
is seen. Unfortunately, though the 


agency company is responsible for the | 
running expenses of the insurance com- | 


pany, it is merely charged with these 
and monthly payments of the amount 
due are not enforced. The present debit 
balance also includes interest on the 
Keck bonds and other securities which 
the agency company guarantees. 
payment of these balances by the 
transfer of securities at an excessive 
value has been criticised in the past. 
It is to be noted that again in Decem- 
ber, 1913, a transfer of $15,000 Tllinois 
Central Electric Railway bonds was 
made at par, on which the market value 
later allowed was 85. For the current 
year it remains to be seen whether a 
strict accounting will be enforced on 
the agency company in accordance with 
the terms of the contract. That this is 
imperative is evident from the impair- 
ment in capital steck shown in the fi- 
nancial statement, due to the reduction 
in values of the securities transferred.” 


‘‘onclusion, 

In the general remarks the examiner 
calls attention to the favorable mor- 
tality experience of the company. At- 
tention is also called to the fact that 
during the current year the salary of 
the secretary has been increased to 
$10,000 per annum, and that “while 
this is chargeable against the agency 
company, its financial relations at the 
present time with the insurance com- 
pany are such that the increase does 
not appear justified.” 

No dividends have been paid on the 
capital stock since 1912, and the 
amount payable under the agency con- 
tract to apply as stock dividends has 
been retained to strengthen the funds 
of the insurance company. 

In conclusion the examiner states: 
“The need for the careful conservation 
of«the insurance company’s interests 
set forth at length in the report of the 
last examination is emphasized by the 
financial statement shown herewith.” 


WABASH LIFE INSURANCE 
PANY, DANVILLE, 
MERGED. 

This company was absorbed by the 
Central States Life Insurance Company 
of St. Louis, as of October 31, 1914. 


COM- 
ILLINOIS, 





| in 
300,000.00 | 


40,000.00 | SaPe 
| WESTERN UNION LIFE INSURANCE 


of mort- | 


the last examination the method | 


The | 


The Wabash Life commenced business 
June, 1912, but has not 
progress. The detatls of 

were not received before 
went to press. 


made any 
the merger 


this form 


COMPANY, SPOKANE, WASH. 
Report of Examination Reviewed. 
This company was examined by the 

Washington Insurance Department as 
of June 30, 1914, the report being dated 
July 20, 1914. The examination was 
also approved by the Insurance Com- 
missioner of Idaho. The statement filed 
by the company on December 31, 1913, 
was checked and found to be correct. 
Extracts from its statement as of June 
| 30, 1914, were printed in the August 
|issue of BEST’S LIFE INSURANCE 
NEWS. It agrees with the report of 
examination with the exception of the 
total admitted assets, which were $20,- 
| 663 more than the company reported to 
;}us. The surplus is the same, the items 
offsetting the increase in assets being 
; premiums paid on applications pending, 
| $663.15 and bills payable, amounting to 
$20,000. 
The Gain 
| company 


and Loss Exhibit of the 
for the first six months of 
1914 shows total gains of $99,238.49 and 
| losses of $65,707.01. The 
surplus being $33,531.48. 

During the first six months of 1914 
the company wrote new business 
amounting to $3,038,378. The insurance 
in force on June 30, 1914, amounted to 
| $18,612,841. Attention is called to the 
reduction of the company’s lapse ratio 
for the first six months of the 
from 13% in 1913 to 8%. 

No adverse criticisms were made by 
the examiners. 
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